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l INTRODUCTION

AARP has over 860,000 members in the state of Arizona, and is representing the

interests of its members in this Arizona Public Service Company ("Company" or "APS")

electric rate case, including a special focus by AARP on the best interests of residential

customers with lower than average electric usage.' AARP participated in the settlement

process in this case, but ultimately it was not able to become a signatory, due to two

residential rate design provisions contained in the proposed Settlement Documents, which

the organization views as unjust and unreasonable in the way that those provisions would

limit the choice and control that consumers have over monthly energy bills. AARP does

not support the Settlement Document as written.

This brief explains why two residential rate design provisions of the Settlement

Document should be amended to protect electric consumers and how they could be

amended to grant. APS customers with lower usage should have more choice and control

over their monthly expenses, and thus gamer AARP's support. The two provisions

contained in the proposed Settlement Document that cause AARP significant concern are

1) The dramatic increase in the fixed charge for most R-Basic customers to $15.00, and 2)

Limits that would be placed upon the availability of residential rate design options, starting

on May l. 2018. At a minimum, these provisions must be amended to protect lower-usage

residential electric consumers.

AARP also opposes the proposed peak period change from the current TOU rate

plan hours to a new and later 5-hour peak period of 3:00pm-8:00pm. This late-in-the-day

peak period will leave many seniors with less flexibility to adjust their usage to find

savings.

I AARP Exhibit l , Direct Testimony in Response to the Proposed Settlement Agreement, p. l .
2 The detailed Settlement Document (or "Settlement Agreement") filed in this docket by the ACC Staff on March 27,
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ARGUMENT

1. The fixed Basic Service Charge for residential R-Basic customers should be set

at no hi her than $13.00 er month.

I
I

n
I
I

1

2

3

4 In the proposed settlement, APS would increase the fixed "basic service charge"

5 (BSC) to $15.00 on the monthly bills for customers on a basic flat rate billing plan who

6 have an average usage of between 800 kph and 1,000 kph of electricity per month (a rate

7 tariff that is to be designated "R-Basic").3 This dramatic change would amount to a 73%

8 increase from the $8.67 that most residential customers on a basic plan now pay in terms

9 of a flat monthly fixed charge.4

10 This sharp increase would create fixed charges for those customers that are among

l l the highest in the state of Arizona, and higher than what similar customers must pay under

12 the most recent Arizona Commission decision changing rates for TEP (i.e., $13.00 BSC

13 per month).5 AARP believes that residential customers should be able to choose a plan that

14 does not put an unreasonable amount of the rate recovery into a fixed charge, as opposed to

15 basing more cost recovery upon household consumption. Charging residential consumers

16 too much in the BSC, limits the ability of those customers to control their monthly bills and

17 reduces the incentive for energy efficiency and energy conservation measures, especially

18 for low usage customers.6

19 Those who use more than 1,000 kph on average ("R-Basic Large") would pay a

20 $20.00 fixed BSC charge monthly, and which could result in even greater percentage

21 increases in this rate component. Customers that use less than 600 kph ("R-XS") on

22 average would pay a $10.00 BSC monthly. AARP is not requesting a change in those

23 proposals. Although it is worth noting that the average residential usage for all APS

24 residential consumers is 1100 kph per month and the median residential usage is

25

26

27

28

3 Settlement Agreement, p. 17, Subsection 17.2.
Q Exhibit AARP-I (Corrected), pp. 2-3.

Id.
6 Exhibit AARP-l, P 3.
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approximately 900 kph per months, and thus R-Basic customers would, on average, likely

be lower-than-average users of electricity.

Increasing the fixed component of residential electric rates, rather than increasing

the energy component produces several harms. It reduces the control that residential

customers have over their bills, it harms low-income customers (who tend to use less than

normal), it is punitive to apartment dwellers who have much lower than average costs, and

further, it mutes the price signal to customers to conserve energy, to become more energy

efficient, and to reduce their utility costs.8 Despite a disagreement about methodology,

APS witness Mr. Miessner acknowledged that when the fixed BCS component is increased

by a greater percentage than the energy component, then a residential customer who uses

less than average will be worse off financially.9

Representatives of residential consumers such as AARP and the Southwest Energy

Efficiency Project (SWEEP) view the method of calculating cost causation differently than

APS. AARP agrees with SWEEP that the fixed portion of residential rates should include

only direct costs, which vary with the number of customers on the system, including

meters, billing, the service drop, and customer installation expense.I0 This methodology

would produce a much lower fixed BSC than is proposed by the Settlement Document.

Cost causation is not the only goal of utility ratemaking. APS agrees with AARP

that there are several other goals of just and reasonable utility rates, including the

principles of Public Acceptability, Gradualism, and Simplicity, as well as the goal of

encouraging energy efficiency and conservation." AARP believes that the Settlement

Document, at least as it relates to lower-usage residential consumers, fails to meet these

important principles. The public comment sessions, and numerous public comments filed

in this docket, state strong opposition to increases in the fixed part of residential rates,
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1 APS witness Miessner, Transcript p 482.
s April 3, 2017 SWEEP Testimony of Jeff Schlegel regarding Settlement Agreement, pp. 5-8.
9 APS witness Miessner, Transcript p. 481-482.
10 April 3, 20]7 SWEEP Testimony otl.leff Schlegel regarding Settlement Agreement, p. 6.
11 APS witness Ms. Lockwood, Transcript p. 281.

5



4

n

l

I

I

I

which APS acknowledges.12

AARP is asking that the Commission amend Subsection 17.2 of the Settlement

Agreement, by insisting upon a reduction in the proposed $15.00 fixed charge for R-Basic

customers (who use between 800 kph - 1.000 kph of electricity per month).I3 AARP

would prefer that this group of R-Basic customers pay $10.00 monthly but no more than

$13.00 monthly. If the Commission were to merely adopt this small amendment, a $13.00

monthly BSC would be calculated using the daily BSC to average those numbers (setting

the daily rate at 0.493, which is still considerably higher than the current 0.285 per day for

these customers). The energy rate for the R-Basic class would then be adjusted

accordingly. That would be a very minor adjustment, a change that leaves APS revenue

neutral. But nonetheless, it would be a change that could result in significant savings for

many customers. This would also make the BSC more comparable with the proposed BSC

for TOU customers (which would also be set at $13.00 monthly under the Settlement

Document).]4

II.l a) Customers (not APS) should be able to choose their own rate plan,

rather than being forced to take either a demand or time-of-use rate plan. All

residential customers deserve to have the right to choose from all three

a livable rate Ions.

Under Subsection 19.1 of the Settlement Agreement. "new customers or customers

on another rate" would be denied the ability to initially choose Basic rate plans after May

1, 201895 The R-Basic Large rate plan would no longer be available at all to new

customers or customers on another rate. Those "new customers or customers on another

rate" would only be allowed to choose R-Basic after 90-days of a forced "trial period" (or

so-called mandatory "test drive") to initially choose between a demand rate plan or a time-

of-use (TOU) rate plan. Low usage residential customers who prefer a Basic rate plan

18, Subsection 17.4.
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12 APS witness Ms. Lockwood, Transcript pp. 282-283.
13 Exhibit AARP-1, p. 4.
14 Settlement Agreement, p.
15 The detailed Settlement Document (or "Settlement Agreement") filed in this docket by the ACC Staff on March 27,
20 la.
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would be denied that option, being forced to "pick their poison" among two other plans that

they may not want. Clearly, this contested provision would take away customer choice.

Moreover, after the 90-day mandatory trial has run its course, those customers

would supposedly be allowed to switch to a regular R-Basic rate, however, there is nothing

in the proposed settlement that indicates how those customers will be notified of their

choice to "opt out" after 90 days have elapsed. At the evidentiary hearing in April 2017,

APS witnesses would not make any commitment to informing new consumers of their right

to "opt out" of a demand rate plan or TOU rate plan, after the mandatory trial period has

concluded.I6

AARP does not believe that APS treats consumers with proper respect regarding

their freedom to make choices that fit their household usage patterns. AARP believes

strongly that customers - not the utility company -- should choose from all available rate

plans. There is considerable uncertainty about who would be interpreted to be a "new

customer" after May 1, 2018." Consider the example of a couple with an empty nest that is

desiring to downsize from their home where they have been a long-time APS customer to a

smaller home that is sti l l  located within the APS service territory. It is AARP's

understanding that this couple would be denied the ability to choose an R-Basic plan after

May 1, 2018 because they would now be considered a "new customer."

The Commission should consider the extreme difficulty that a customer would face

in attempting to switch to an R-Basic plan, after being forced onto an unwanted rate plan. It

is very uncommon that utility customers can figure out on their own how to "opt-out" of a

rate plan to change to a desired plan after a 90-day period. AARP would expect most

customers who are forced onto a demand rate or a TOU rate to be confused about how to

switch after 90 days. It appears that the proposed 90-day provision is an attempt by APS to

divert large numbers of unwitting residential consumers onto a demand rate. No public

utility commission in the country has forced residential consumers onto a demand rate,

l
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16 APS witness Ms. Lockwood, Transcript pp. 290-299.
17 See Transcript pp. 283-286, 486-488.
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mandatory demand rates, which are confusing and difficult to understand, and most often

while refusing to allow a customer to choose a basic rate plan, even for a mandatory trial

; period.'8 The record of public comment in this docket is overwhelmingly in opposition to

3
experienced by consumers as being similar to high fixed charges on their monthly bills.

4 This is not the kind of rate plan that should be included in a limited range of rate plan

2 choices. Consumers should be respected to make their own choices from all available rate

7 plans. Telling new customers that the basic rate plan is not initially available is not

8 consistent with granting consumers the greatest choice and control over their monthly bills.

The Settlement Document would produce a residential rate design system that is

9 unnecessarily complicated and confusing, and it would prevent many customers from

QQ choosing the rate option that they believe is the best plan for them.

New customers should not be required to choose between two rate plan options that

12 could be more detrimental for their household than the R-Basic rate plan. There appears to

18 be no reasonable rationale for limiting options in this manner. AARP urges the Arizona

15 Commission to reject the provision that would create different options for current

16 customers, by opposing the new limits on rate plan choices for "new customers or

customers on another rate" plan. Subsection 19.1 would create a policy of discriminatory

11 treatment towards new customers and would also create a high barrier for switching to a

19 Basic rate plan later. Subsection 19.1 would likely be confusing and frustrating for the

20 affected customers, creating the need for considerable customer education to make the "opt

21 out" procedure more understandable. Therefore, the mandatory 90-day trial period should

22 be removed from the Settlement Document.

23

24

25

26

27

28
is The California case mentioned at the hearing referred only to a proposal to make Time-of-Use (TOU) rates a default
for some electric customers, and doesnot include residential demand rates.
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b) As an alternative. AARP proposes that the Settlement Document be
amended to specifically require written notification to new customers as to all
of the rate options that are available to them after their mandatory 90-dav trial

period has concluded.

AARP believes that all residential consumers should have the option to choose from

this 90-day pick-your-poison provision, the Commission should at least require that the

As an alternative, AARP proposes that the Settlement Document be amended to

including the R-Basic

1

2

3

4

5
all three available rate plans, without a forced 90-day trial. And to do this, the Commission

6
must insist u on protocols and procedures related to Subsection 19.1, to ensure that7 P P P

8 customer choice is maximized under any final rate design decision. AARP's preference is

9 that the 90-da "trial period" be eliminated. Ii however, the Commission decides to accepty P
10

l l

12 affected residential consumers know their rights under the proposed Settlement Agreement.

13

14
specifically require written notification to new customers as to all of the rate options that

15

16 will be available to them after 90 days of the so-called "trial period,"

17 rate plan. And, even more importantly, APS should be required to notify new customers at

or about 90 days after they have been placed upon a time sensitive rate plan (TOU or a

judgment to develop after this rate case is concluded, particularly given APS' refusal to

residential consumers.

Different residential customers will do better under each of the three potential rate

18

19

20 Demand Rate plan) that they now have the option to choose an R-Basic rate plan, if they

21 qualify for it.I9 This transparent notification is too important to rely upon APS' own

22

23

24 make any commit at the hearing to giving notification of all rate plan options to its

25

26

27

28 19 AARP rejoinder, Transcript, pp. 696-697.

9



I

J

1

C

plans. Some residential households will be better off under an R-Basic rate plan,

l

customers on another rate" would have detrimental impacts on those households which

not necessarily know whether they would have been better off or even that they can switch

AARP's alterative proposal would not change any current rate provision of the

particularly some lower-usage households. Denying that plan to "new customers or
2

3

4 would fare better financially under an R-Basic plan. We know that it is feasible for APS to

5
determine whether a residential customer would have been better off on another plan, after

6

7 90 days of usage. We also know that it would be feasible for APS to calculate what refund

8 would be necessary to make that customer whole, if in fact, they would have been better

9
off under the R-Basic rate plan that had been denied them initially.20 But consumers will

10

ll

12 to an R-Basic rate plan at 90 days, unless the Commission adopts AARP's alterative

13
amendment.

14

15

16 Settlement Document, nor would it change any of the rate plan offerings or the rates that

17 have been settled upon by many of the parties. This alternative proposal by AARP is
18

simply asking that new customers be notified as to the exact rate plans that are being

informing residential consumers of their options under the Settlement Document, better

ensuring that customer choices about rate plans would be informed choices. Given APS'

this notification amendment is an essential minimum

requirement to prevent consumers from being left in the dark about the options that are

19

20 offered to them. This alternative amendment would better respect consumer choice by

21

22

23

24 refusal to voluntarily commit to informing new customers about all of their options under

25 the Settlement Document,

26

27

28 20 See Transcript p. 497.
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actually included in the Settlement Document.

Ill. AARP opposes  the proposed peak period change from the current TOU rate
plan hours to a longer and later 5-hour peak period of3:00 p.m. - 8:00 p.m.

CONCLUSION

For the foregoing reasons, both the Hearing Officer's recommended order and the

Commission's Final Decision and Order in this electric rate case should, at a minimum,

reflect  AARP's  recommended amendments , as  outlined  above. AARP u rges  th e

Commission to revise the Settlement Document in these ways to make it more consumer

friendly, toning down the two aforementioned objectionable rate design provisions, and

thereby giving customers more choice and control over their monthly utility bills.

Respectfully submitted this 16th day of May, 2017.

WRIGHT WELKER & PAUOLE PLC

By: /s/ Ann Marie Anderson
Ann-Marie Anderson
10429 South 5 IS Street, Suite 285
Phoenix, Arizona 85044
Attorneys for Plaintiff

John B. Coffman
JOHN B. COFFMAN, LLC
871 Tuxedo Blvd.
St. Louis, MO 63119-2044
Attorneys for Plaintiff

l

2

3

4 AARP supports the SWEEP position opposing the proposed peak period change

5 from the current TOU rate plan hours to a new and later 5-hour peak period from 3:00pm-

6 8:00pm that is part of the Settlement Document.2] This late-in-the-day peak period will

7 leave many seniors with less flexibility to adjust their usage in to find savings.
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28 21 Settlement Agreement, p 19, Subsection 17.8.
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Charles Wesselhoft, Deputy County Attorney
PIMA COUNTY ATTORNEY'S OFFICE
32 N. Stone Avenue, Suite 2100
Tucson, AZ 85701
Charles.Wesselhoft@pcao.pima.gov
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Court S. Rich
ROSE LAW GROUP PC
7144 E. Stetson Drive, Suite 300
Scottsdale, AZ 85251
Attorneys for Energy Freedom Coalition ofAmeriea
crich@roselawgroup.coln
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Scott S. Wakefield
HIENTON CURRY, PLLC
5045 N. 12th Street, Suite 110
Phoenix, AZ 85014
Attorneys for Wal-Mart Stores, Ire.
swakefield@hclawgroup.corn
mlougee@hclaw,<1roup.com
Stephen.chriss @wal-mart.com
Greg,tillman@wal-mart.com
chris.hendrix@wal-mart.com
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Nicholas J. Enoch
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LUBIN & ENOCH, PC
349 N. 4th Avenue
Phoenix, AZ 85003
Attorneys for Local Unions 387 and 769 of18EW AFL-CIO
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RYLEY CARLOCK & APPLE W HITE
One N. Central Avenue, Suite 12 00
Phoenix, AZ 85004
Attorneys for Electrical District Number Six, Pima] County, Arizona;
Electrical District Number Seven of the County ofMaricopa, State ofArizona;
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Steve Jennings, Associate State Director
AARP Arizona
16165 N. 83 ld Avenue, Suite 201
Peoria, AZ 85352
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Jolt B. Coffman
2 JOHNB. COFFMAN, LLC

871 Tuxedo Blvd.,
St. Louis, Missouri 63119

4 Attorney for AARP
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9 Janice Alward, Chief Counsel
Legal Division
ARIZONA CORPORATION COMMISSION

l l 1200 West Washington Street
Phoenix, AZ 85007
Attorneys for the Utilities Division
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TBroderick@azcc.gov
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